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Re: Letter of Transmittal
Enclosed is a Business Research Report on Strategic and Organization
Development for Marketing Divisions of Multinationals required for the
degree of Master of Business Administration.
In the process of compiling this dissertation, the author has tried to
collect through personal interviews how strategic planning and
organizational development are done by some practising general managers
in multinationals. These are further consolidated in light of the
author's own general management experience and a wide spectrum of
literature.
It is the hope of the author to provide Faculty members with a
comprehensive and an informative account on this important management
process of an organization. Incidentally, at the request of the
interviewees, it would be appreciated if the contents of this







This research paper sets out to study the current management concepts
and techniques used by general managers of local marketing divisions of
multinational companies. Methodology included mainly interviews of
local practising general managers and marketing managers as well as a
fairly extensive literature survey. Based on these findings, and his
own experience as a general manager, the author attempts to formulate a
set of ideas and concepts on the following areas:





The business research report covers comprehensively the essence of
managing a business unit, focusing on the functions of a general
manager as a strategist, an organizational architect and developer, and
an inspiring leader who identifies the overarching goals, as well as
the down-to-earth practices required of a hands-on manager.
Recommendations on how to apply effectively such concepts in a local
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1CHAPTER I
]NPRJDUCTION: THE KEY FUNCTIONS OF A GENERAL MANAGER
Management in its simplest sense is getting things done through
people. It includes functions such as planning, organizing, staffing,
directing, innovating, representing and controlling. In terms of the
various disciplines, there can be management responsibilities in such
areas as marketing, finance, personnel and engineering. The general
manager is normally the head of a corporation, division or department.
We can, in fact, identify the key functions of the general manager with
the following responsibility areas:
Strategic planning and management that affects the attainment of
present and future results
Acting as an organizational architect and developer
Leadership
Operational management.for the attainment of results
Each of these key responsibility areas are summarised as follows:
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THE GENERAL MANAGER AS A STRATEGIST
In the marketing division of multinational companies, the general
manager should be able to identify the future visions for his
organization in order to be able to perpetuate in the long term
horizon. He should be able to define the profile represented by the
strategic triangle, viz, the market, the competition and the
organization, and how they may be affected by the opportunities and
threats in the market and its environment, and the strengths and
weaknesses of the competition compared to those of the organization.
Based on such analysis, the general manager should then be able to
define the strategic posture needed in the longer term for the
organization.
THE GENERAL MANAGER AS AN ORGANIZATION ARCHITECT AND DEVELOPER
The general manager should design the organizational structure in the
same way as an architect designs a building, starting with the purpose
of the organization. He should take into account the requirements of
the market as well as the necessary functional requirements of the
organization. These should then be in turn weaved into a meaningful
network so that the goals of the organization will be achieved through
the deployment of the organization in an effective and efficient
manner.
The general manager should also be able to develop the skills and
potential of each member of his staff, in addition to being able to
recruit the best people needed for each job.
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THE GENERAL MANAGER AS THE ORGANIZATION LEADER
Management today tends to concentrate more on effective leadership as
opposed to simply managing activities. Leadership involves the
following four areas:
Creating a common and meaningful vision for the organization.
Communicating such vision to all members of staff in an articulate
manner.
The deployment of self through positive self contribution and
positioning.
Achievement of goals through commitment of purpose by the
organization team.
THE GENERAL MANAGER AS AN OPERATIONAL HANDS-ON MANAGER
Very often, the general manager needs to be a hands-on operational
manager, looking into fundamental issues that will be of crucial
importance to the success of an organization. For instance, the
acquisition of strategically important contracts, and the effective
control of working capital.
Each area of responsibility will be explored further in later chapters
in order to define a framework within which general managers of
marketing divisions in multinational companies can work to achieve
optimal performance of their business missions.
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Having identified the key functions of a general manager, interviews
were conducted with general managers and marketing managers of selected
multinationals to identify the level of strategic planning and
organization development currently being carried out. These findings
are summarized in Chapter III. Both the methodology used and the
effectiveness of such practices will be analysed in the context of a
wide literature survey of authoritative and representative works on
strategic planning and organization development. Conclusions and
recommendations can then be drawn regarding how these processes can be
improved in the local business scene, in order to achieve optimum
benefit from such important organizational functions.
5CHAPTER II
ME HODOIAGY
This chapter defines the methodology used to compile and formulate
concepts t3 be developed later in the study to encompass the key
responsibility areas.
THE RESEARCH PROCESS
The research process will include the following stages:
1. PROBLEM DEFINITION
This project sets out to study the current management concepts and
techniques used by general managers of marketing divisions in
selected multinational companies, to determine how they can be
carried out more effectively.
2. SCOPE
This is a case study based on personal interviews with general
managers and marketing managers of selected multinationals, backed





An extensive search for current schools of thought on each of
the key functions of a general manager described in the




various aspects of operational management
Sources included both books and periodicals, which are listed
in the bibliography section. Books were used for general
information on the subject/and periodicals were used for more
specific information on the respective topics. The information
collected in the survey formed a good starting base for the
interviews described in the next section.
b. Personal Interviews
Various general managers of marketing divisions of
multinational companies were interviewed to ascertain their
views on the following aspects of strategic management:
Organizational development and leadership.
The fundamental concepts used by them in terms of
operational management.
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4. ANALYSIS AND REPORTING
The information gathered from the interviews was analysed and
condensed in terms of the strengths and weaknesses of the
interviewees' current use of strategic planning and organizational
development. The effectiveness of the processes they described was
also considered. Based on the extensive literature survey,
combined with the results of the interviews, the following actions
are recommended:
Integrate the effective concepts of the local managers with
those of the literature survey to provide practical models for
such processes. These are described in Chapters IV to VI.
Consider how these models can be applied effectively in the
local business context to achieve optimum use of the
processes. This is dealt with in Chapter VII.
LIMITATIONS
The methodology used was mainly personal interviews, backed by an
extensive literature survey. Although only a limited numbers of
interviews was conducted, the organizations represent a carefully
selected cross-section of the business sectors and so the findings do




PERSPECTIVES OF GENERAL MANA(EMERr PRACTICES
IN THE LOCAL CONTEXT
General managers and marketing managers of multinationals were
interviewed with a view to determining the general characteristics of
the strategic planning processes and organization development
strategies that were being used by them. The list of people
interviewed is given in the bibliography. Each of the major areas of
general management will be dealt with in turn.
STRATEGIC PLANNING
THE STARTING GROUNDS
Formal strategic planning was not widely practised by the general
managers interviewed with the exception of one. This does not mean
that such thinking processes were not practiced. Clearly, the
organization would not have survived for long if this were the case.
Most of the interviewees had a mental idea of strategic planning. They
did consider strategic factors relating to the market and the
competition, and had gained relevant and important insight into their
business environment through personal experience in the industry, but
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very often, business direction of the organization was based on
intuition as opposed to clear and systematic analytical work. This
contrasts with the abundant research that would be done normally in
organizations in the United States. It is a very common to see a
strategic plan in our western counterparts supported with a large
mount of research data. Again, this does not mean that the general
managers interviewed did not do any field research, but they collected
only very fundamental and broad-based data to determine the course of
their strategic direction. Another main feature of their strategic
planning process can be described as entrepreneurial and flexible. Of
course, there are pros and cons to the two orientations of planning
processes mentioned above, i.e., intuitive versus analytical, and both
will be dealt with further in the chapter entitled Conclusion and
Recotranendat ions.
Incidentally, it is interesting to note that economic expansion has
caused businesses to succeed in many instances. Profits will be
generated purely as a result of the strong economy and therefore
managers, who are too busy dealing with the increase in business
anyway, see little need to spend time on actually managing well.
MARKETING PLANNING VS STRATEGIC PLANNING
All interviewees carried out formal marketing planning in their
divisions. These annual marketing plans were, in fact, required by
their management and dealt mainly with the functional strategies of
product, price, promotion, distribution and, at times, service. In the
author's opinion, the emphasis had shifted from strategic planning to
marketing planning. As will be explained in the following chapter
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although marketing planning is an important component in the strategic
planning process, it is only one element within the total context.
While strategic planning deals with decisions such as the product/
market investment and the creation of a sustainable competitive
advantage in such areas as manufacturing, finance, purchasing or even
research and development, marketing planning only deals with marketing
strategies to achieve marketing objectives in the domain of such
selected product/market context defined by the strategic planning
process. Clearly, marketing planning is only a part of the total
course of strategic planning.
SALES/PROFIT VERSUS RETURN ON WORKING CAPITAL EMPLOYED
It appears from the interviews that most of the managers were
pre-occupied with sales and profit margins. There was insufficient
attention focused on total contribution when taking into account price
consideration. At the same time, with the exception of one general
manager, none of them reported using return on working capital employed
as a goal or business objective. On further probing, the reasons for
this can be summarised as follows:
The concept of working capital was not emphasized by the
management.
The management of stock and debtors did not fall within the primary
responsibility of the general manager.
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The concept of return on working capital employed is discussed in
Chapter VI. It should be noted that very often a company surviving on
low profit margins can still compete with an established company
enjoying higher profit margins if the former can attain a higher
turnover speed of its working capital.
CONTINUITY WITH CUSTOMERS/MARKET
One organization reported the presence of a corporate planning group.
However, the general manager of the organization emphasised the fact
that his division and the strategic planning group were not,
apparently, integrated. The strategic planning group based its
recommendations mainly on desk work and lack the in-depth knowledge the
general manager had of the customers and the market. There was a
significant discrepancy in the relating of corporate plans to the
market and its customers.
The above summarizes the major characteristics of the strategic
planning processes of the selected multinational interviewed. The
following section considers the major features of their organization
development processes.
ORGAINI ZATION DEVELOPMENT
DEFINITION OF THE CAREER PATH
There seemed to be no clear definition of the career path for a member
of staff in 50% of the group interviewed. The job market in Hong Kong
12
is characterized by relatively high mobility and this group of
organizations appeared to be short term oriented to the staff in their
organization. Incidentally, it was also reported that many personnel
tended to consider monetary reward more important than job satis-
faction. It cannot be emphasized too strongly that job stability and
continuity are important to successful companies, the management of
which consider human resources as one of their most important assets.
FILLING PIGEON HOLES
When asked about organization planning and development, most reported
that their organization structure seldom changed. If a vacancy
existed, a candidate would be found to fill the vacancy. This is in
contrast to the process described later in Chapter IV which is termed
engineering the job to the employee's capability. Moreover, this
also has a negative impact on the ability of a rigidly structured
organization to adapt to the changing market environment.
TRAINING PRDGRAMME
Almost all the multinationals interviewed had a substantial training
programme for their staff. However, there seemed to be no systematic
and integrated plan for each level of staff in the course of their
career with the company. Decisions on enrolling a certain member of
staff in a training programme were usually on an ad hoc basis and only
as they became available.
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CORPORATE CULTURE
A clear corporate culture was nonexistent in most of the interviewees'
organizations. There was also a degree of staff incompatibility,
resulting in personal conflicts and office politics. This, of course,
can be damaging to an organization. On the other hand, one general
manager reported that a clear value system and a well defined corporate
culture within his organization had maintained staff motivation and
morale at a high level.
LEADERSHIP STYLE
Two of the managers tended to display what is known as the heroic
style of leadership. That is, decisions were almost invariably
centralized and there was minimal delegation. The rest of the
interviewees tended to use a more participative style of leadership.
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CHAPTER IV
STRATEGIC PLANNM MMVYGEKERr AND CONTROL
Based on the extensive literature survey and interviews with general
managers, a model of the strategic planning process has been
developed. Although this model is based on the divisional level of
multinationals, it can be adapted easily for use at the corporate level
of strategic planning. Before taking a detailed look of each component
at the strategic planning framework, it is helpful to have an overview
of the different levels of planning in the total corporation and the
related levels of managerial focus.
LEVELS OF CORPORATE PLANNING
Fig. 4.1 depicts the various organizational levels of a multinational
and their related scope of planning responsibilities. The organization
can be broadly classified into three levels, viz, the corporate,
divisional, and departmental level. The corporate level includes the
chief executive officer and. the planning unit. The divisional level is
symnomous with a strategic business unit which has its own distinct
line of business. Departments are individual product lines or market
groups within the domain of the division's business.
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Each of the these planning sectors of course has its own focus. At the
top management or corporate level are a set of values, of both the
organization and the chief executive officer himself, that represent
the beliefs and convictions that form the basis of the firm's code of
business ethics and practices. Therefore, the personal values of the
CEO have a strong influence on the strategic alternatives chosen and
embarked upon by the organisation. Needless to say, divisional general
managers will follow a similar course of direction.
Top management is also concerned with the basic missions and purpose of
the organization. The business mission statement defines the question
'What business are we in?' and the underlying rationale for such a
mission. Examples of business mission statements are:
A computer supplier is in the business of better business
management
A cosmetics company is in the business of providing people with
hopes
The CEO also defines the overall corporate goal to be realized,
normally defined in terms of return on investment or return on total
assets.
Based on the corporate goals, individual divisions will then have to
make their contribution to the realization of the goals so defined.
Therefore, divisions have to define their own goals and the divisional
strategies needed to achieve them. This can be seen as the same
relationship as in the case of planning at the corporate level, but on
a reduced scale. The divisional goals will then be further defined
into specific departmental objectives and plans of action.
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Depending on the complexity of the activities at each level of the
organization, the manager- ranging from the CEO at the top to the
deparmental manager in the lower echelons- will demonstrate varying
amounts of time on strategic planning, among the following management
functions:
Strategic planning
Managing operations through people
Direct execution
Other activities
The varying degree of management mix is shown in Fig. 4.2.
STRATEGIC PLANNING DEFINED
David A. Raker has coined business strategy as including the
following 1:
The product/market in which the business is to compete
The level of investment
The sustainable competitive advantage or advantages that will
provide the business core
The distinctive competences or assets that will be relied on to
generate or maintain the sustainable competitive advantages
The objectives to guide strategic decision making
The functional area policy needed to compete in the selected
product/market
1. Aaker, D.A. Developing Business Strategies. New York: John Wiley
Sons, 1984, pp 4-6.
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Source: Adapted from Clifford, Donald K. Jr. Managing the Threshold
Company. New York: Mckinsey, 1973, pp 21
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Strategic planning is concerned with the futurity of current
decisions. It is a structured process and a business philosophy.
Strategic planning is a vital process to an organization. It forces
senior management to address issues that are of the highest importance
to the long term profitability and survival of a company. It also
clarifies scenarios from which business objectives and strategies can
be succintly and effectively defined. From the organizational aspect,
strategic planning provides a common ground for corporate communication
and behaviour it also endows a motivational factor by imparting on
employees a sense of participation.
Incidentally, in this study, a division of the multinational is
considered a strategic business unit, or SBU, in other words, an
organization unit that has been vested with the responsibility of
formulating the business strategy by its general manager, who has sales
and profit responsibility for the SBU.
In their works, A.J. Rowe, R.O. Mason, and K.E. Dickel2 have defined
strategic planning as comprising the process of setting purposes,
goals, and objectives for the enterprise, breaking them down into
specific plans and policies for the operating level, and securing the
necessary resources to put the plan into action. They further defined
strategic management as entailing the decision making process that
formulates strategic plans, acquires resources, and allocates them to
the organizational units. Strategic control then measures the
performance of an organization in terms of implementing successful
strategy.
2. Rowe, A.J., Mason, R.O., and Dickel, K.E. Strategic Management.
Massachusatts: Addison Wesley Publishing Co., 1986, pp 17-18.
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The next section goes on to define the strategic planning process.
AN OVERVIEW OF THE STRATEGIC PLANNING PROCESS
The strategic planning process starts with identifying the key





The business mission of the organization can be defined based on the
opportunities and threats posed by the external environment and market,
and on the strengths and weaknesses of the organization vis-a-vis its
competitors. As mentioned earlier, the values of the organization and
its CEO will have a dominant influence on the business mission thus
formulated. Also, in light the findings, the divisional general
manager can identify the key success factors required in the particular
industry in which the division operates and how well the SBU is doing
compared with its competitors. Based on this, the following strategic
alternatives can be developed:
Investment strategy
Competitive strategy
The general manager then has to decide upon the strategies needed based
on certain strategic criteria. Having made his decisions on the
21
FIG. 4.3 FRAME WIRRK OF THE STRATEGIC PLANNING PROCESS
External Market Competitive Corporate


















Strategic Review and Evaluation
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product/market investment as well as the generic competitive strategy
to achieve sustainable competitive advantage, the general manager then
continues to develop the corresponding management strategy and
implementation strategy, including the necessary resources and
organizational needs. Up to this point, the process described above
constitutes the total strategic planning process. Logically, the next
phase will be the implementation, review and evaluation stages.
The total framework is depicted in Fig. 4.3. In the following
sections, details of the strategic planning process are described.
THE STRATEGIC TRIANGLE
Three major components constitute the strategic triangle, viz, the
market, the competitor, and the organization. Of course, this triangle
is influenced by macro-environmental factors such as socio-economic,
political-legal and technological. This is shown in Fig. 4.4. The
general manager has to analyse the opportunities and threats posed by
the market and external environment. The implications of these
opportunities and threats in relation to the business will have to be
investigated. The key factors for the success of a particular business
and how well the organization is performing in each of these areas
compared with its competitors are analysed. Fig. 4.5 shows the
competitive strength and weakness profile used by one the general
managers interviewed. This study highlights on which key success
factor of success should be focussed on by the organization:
Capitalizing on its own strength while exploiting the weakness of the
its competitors.
23











Source: Adapted fran Aaker D.A. Developing Business Strategies. New
York: John Wiley Sons, 1984, P.148
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FIG. 4.5 KSF/ iPETITIVE STRFNGM GRID










Source: Adapted from Aaker D.A. Developing Business Strategies. New
York: John Wiley Sons, 1984, pp 149
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INDUSTRY ANALYSIS
Two general managers interviewed have used the industry structure
analysis proposed by M. Porter to determine relationships among
competitors, new entrants, suppliers, buyers and possible substitutes,
with a view to determining how a higher share of the total value of the
industry can be captured3. An example of the use of such analysis is
shown in Fig. 4.6. In our example, it can be seen that the
organization is trying to create the necessary barrier of entry to
deter potential entrants from capturing a share of the industry value.
It also tries to create a high perceived value on the part by the
buyers for higher profitability. In the relationship with its
supplier, global sourcing is the strategy pursued to ensure a lower net
cost to the firm. Optimal pricing and continuous monitoring of the
impact of substitutes is made to ensure practically no significant
substitutions. Competitive strategies with respect to existing
competitors will be described in later sections.
3. Porter, M.E. Competitive Strategy. New York: The Free Press,
1980.
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Portfolio analysis originated first with the Boston Consulting Group.
In its growth/share matrix (Fig. 4.7), individual businesses or product
lines are charted with respect to their market growth rates and their
relative market share. The matrix focuses mainly on cash flow and
shows the relationship among the so called star, cash cow, dog and
problem child. Products normally begin with the problem child
position, then rises to the star position, and, as it matures, becomes
a cash cow. Eventually, during the decline stage, it goes into the
position of a dog. The cash cow is much needed as a cash flow
generator to finance the growth of stars and selected problem
children. Incidentally, it should be noted that stars are cash traps
and should either be harvested or invested.
One general manager has mentioned the use of the so called GE matrix
which depicts business or product lines in terms of business strength
and the industry attractiveness. Fig. 4.8 is one that is used for such
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Sensitivity to economic trends
Also seen in the figure are sectors labelled 1, 2 and 3 which
corresponds respectively to implications for investment/growth,
selective investment, and harvest/divestment.
G1 frH VECTOR ANALYSIS
A tool called the growth vector analysis as shown in Fig. 4.9 can be
used to identify opportunities for growth. It extends along two
directions:
The product development direction
Market expansion direction
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Another useful means is to consider growth opportunities, as closing





An example of this is shown in Fig. 4.10
COMPETITIVE ANALYSIS
Another useful tool in competitive analysis is to chart competitive
development in the past 3-5 years in a matrix, viz,
Company growth vs market growth
Relative share to own
Obviously, if the conpetitor shows a higher rate of growth than the
total industry growth, it is gaining its market share at the expense of
other competitors in the market. The relative share of the firm in the
marketplace also gives insight of the influence that it has in the
total market. An example is shown in Fig. 4.11.
33










E GD FB CAProduct Line
1987/88
1985/86
Source: Adapted from John A. Weber, Planning Corporate Growth with
Invented Product Life Cycles. Long Range Planning October,
1976, P.18
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Source: Adapted from Bogue, M.C. and Buffa E.S. Corporate Strategic
Analysis. New York: The Free Press, 1986, P.15
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BUSINESS MISSION
DEFINITION OF BUSINESS MISSION
The business mission is a statement of the concept of the business.
Both the corporate values and those of the CEO have important influence
in shaping this definition of the business mission. It should be
defined based on the generic customer need because as such the
organization will not lose sight of its business and become obsolete
with new market trends or technology. For instance, a cosmetic company
defines its business as the hope business and a film company defines its
business as the creation of life-time memories. If a business were to
be defined in terms of the product, it very soon may fall out of the
industry due to changes in the total environment. For instance, the
slide rule has now become obsolete and given way to the electronic
calculator. In fact, both of these are in the business of providing
customers with computational solutions.
Defining the business mission on the concept of generic customer need
also has the advantage of triggering creative concepts of strategic
alternatives. These could be in terms of new product innovations, new









These will be considered in the following.
Growth Strategies
Growth strategies can take place along product development direction or
market development direction as shown in the earlier section.
Furthermore, a business can also grow in the direction of vertical
integration, diversification, and acquisition. In most cases it
requires long term commitment and the willingness to assume risks.
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Hold and Maintain Strategy
This is normally the case of a mature market and denotes a defensive
stance chosen by the SBU.
Milk or Harvest Strategy
This aims at reaping profits and cash quickly and is typical of leaders
in declining markets.
Divest or Liquidate Strategy
When an SBU entails losing money or shows no prospects in the fields of
either industry attractiveness or business position, it will resort to
divest and exit.
COMPETITIVE STRATEGIES




These are shown in Fig. 4.12.
4. Porter, M.E. Competitive Strategy. New York: The Free Press,
1980.
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Source: Adapted from Porter M.E. Competitive Strategy. New York:
The Free Press, 1980, P.39
39
Each of these three generic strategies is fundamentally different and
should not be combined, otherwise the SBU will find itself stuck in the
middle. Each of these generic strategies are dealt with in the
following sections.
Cost Leadership
Cost leadership is achieved by the firm that is the most cost effective,
capitalizing on its various sources of cost advantage, for instance,
economy of scale, proprietor technology, ease of access to materials,
etc. A cost leader should, however, still achieve parity or proximity
with respect to differentiation versus its competitors or its benefits
of cost leadership position will be nullified and eventually
deteriorate to a forced discount situation.
Differentiation
In differentiation, a SBU try to differentiate itself among the various
alternatives, for example, product, brand image, service, etc. The
differentiation can be either perceived or real. However, the
differentiation needs to be at cost parity or proximity in relation to
its competitors in order to benefit from the differentiation advantage.
Focus
The focuser chooses a particular segment of the market and optimise its
strategy based either on cost or differentiation. These are termed cost
focus or differentiation focus respectively. It should be noted that
the SBU does not have an overall competitive advantage in the total




The general manager now has to answer the following strategic issues:
Level of product/market investment
What are the key success factors?
What sustainable competitive advantage can be achieved
In the light of the investment and competitive strategic options
described previously, the general manager can now provide answers to the
above strategic questions. As a further aid, the strategic alternative
can be evaluated along the following criteria:
Responsiveness to environmental opportunities and threats
Creation of a sustainable competitive advantage
Responsiveness to organization objective (R)I, corporate mission)
Feasibility
Relationship to other strategies of the firm (product portfolio
balance, flexibility and synergy)
41
GOALS AND OBJECTIVES
Based on the strategic decisions made in the earlier section, the
general manager can now define more specifically the goals and
objectives which the division has to attain. Goals can be viewed as
being broader and longer term, while objectives are more specific and
are on a more short-term basis. An example of a divisional goal is as
follows:
To build a division to a prominent and leadership position in the
beverage marketplace focusing on the young urban professional
segment.
Specific objectives can then be laid down in terms of ROI, percentage of
market share, etc. These, of course, could be defined, for example,
over a three year period.
MANAGEMENT STRATEGY DEVELOPMENT
Management strategies, as suggested by W.E. Rothschild, serve to drive
the business toward the attainment of the business goals and objectives
defined in the previous section, which in turn contribute to the
attainment of the business priorities laid down in the strategic
decision making process5. The management strategy is the main thrust or
drive towards such direction and can be categorized into the following
domains:







The strategic alternatives chosen should be based on the opportunities/
threats and strengths/weaknesses analysis. It should be seen as the
main force behind the attainment of the business objectives. Examples
of a marketing-driven strategy would be extensive distribution at low
cost, e.g. a certain not particularly well-known brand of hair shampoo.
On the manufacturing side, the main thrust can come from manufacturing
efficiency and quality consistency. Another would be manufacturing
synergy based on a common technology. Innovation-based strategies are
applied, for instance, in an electronic calculator business where there
is continuous product innovation. Finally, on the use of financing and
executive talent, there are the opportunities created by mergers and
acquisitions or backward and forward integration.
Of course, more than one management strategy could be chosen from each
of these areas as long as they are compatible with each other and are
aimed at the attainment of the goals defined.
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STRATEGIC IMPLEMENTATION AND CONTROL
IMPLEMENTATION STRATEGY
Implementation strategy deals with deciding how to achieve the business





These should be developed in the light of the strategic thrust given in
the management strategy defined earlier. The implementation strategy
should also include the planning of resources and the organizational
requirements.
STRATEGIC IMPLEMENTATION, CONTROL AND EVALUATION
Having laid down the total master plan, from the overall business
mission to the detailed functional action plans, under the scope of
implementation strategy, the general manager can now mobilize the
organization in their respective activities, all ultimately contributing
to the success of the business mission. It is critical that, in the
implementation stage, the general manager plays a key role in
instigating the total master plan. He should act as the organization
leader, and make a distinct contribution to the total implementation
process, because otherwise the plan will only drift along and will
mostly meet with futility. It is also important to mention that a
system of measurement and reward is essential for the successful
implementation of the master plan.
44
CHAPTER V
MGM ZATION DEVELOPMf r AND LEADERSHIP
ORGANIZATION MANAGEMENT AND DEVELOPMENT
THE KEY RESOURCES OF THE COMPANY
The Japanese have coined a phrase to describe the key resources of a
company: hito-kane-nano, which means people, money, things. The
latter term 'things' can be interpreted as representing fixed assets.
Previous chapters have defined the process of strategic planning and
its underlying purpose. The attainment of the business goals and
objectives defined in the strategic process entails the availability of
the neccessary resources. This chapter focuses on the human resources,
which is considered as the most important asset of a company. As the
common saying goes, people make the difference. The following sections
deal with the various aspects of managing of this very important
resource.







Before attempting to look at each of these sections, it will help to
consider first some of the basic aspects of human resources management.
BALANCING ORGANIZATIONAL AND INDIVIDUAL NEEDS
The organization and the individuals in an organization have different
sets of objectives. It is necessary to know the goals that are pursued
by each, as it is important to create a job environment and conditions
of employment that will enable an individual to fulfil his own personal
goals when working to attain the organizational objectives.
Organizational goals have been discussed at length in the previous
chapter. Common personal goals sought by individuals include monetary
compensation, job challenge and satisfaction, self development, social
interaction, etc. The general manager should strike a balance between
the organizational goals and the personal goals for the most optimal
outcome.
HUMAN RESOURCES POLICY
To enable the employee to have a clear understanding of management
policy towards human resources, a well-written human resources
management policy is important. This should be clearly communicated to
all staff concerned. The following is an example:
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1. Human resources are the most important asset of a company.
2. The company will develop its human resource in relation to their
capabilities and aspirations.
3. The company will, whenever possible, promote from within the
organization.
4. Employees will be rewarded on an individual performance basis.
THE ORGANIZATION STRUCTURE
The organization can be basically divided into four main layers, i.e.
corporate management, general management, functional management and
individual staff. This is depicted in Fig. 5.1. There are two basic
ways of designing an organization structure. The first begins with the
general manager's personal concepts based on existing or other
traditional structures. The second entails starting from the needs of
a market, defining necessary tasks needed to fulfil the requirement of
the marketplace, grouping them into the necessary functional groups,
and defining the individual job specifications needed for each task
function within the functional group. Of course, the corresponding
quantity for each job slot should also be clearly defined. Like any
planning process, the organization staffing requirements should be
anticipated in advance taking into consideration the time needed to
hire personnel and the corresponding time for training.
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Another major concept of designing an organizational structure, and
realising it, is the concept of engineering the job to fit
individuals. A match-making process is conducted to find the right
people for the predefined job specifications. However, dynamic
adaptations must be made during this type of recruitment or as the
organization grows. With the changing capability profile of the
organization, the general manager has to consider structuring the job
content to meet the changing capabilities and interests of each
individual. This will mean adjusting the job task in certain
positions, or even regrouping the organization so that the
capability/task requirement profile is matched.
RECRUITMENT
Recruitment is an important step in organization building as an
organization can only benefit from capable and committed individuals.
Poor performance will lower organization morale and in many cases,
cause loss of business opportunities in the same way that a capable and
dedicated individual will bring significantly higher productivity.
Therefore, management should give close attention to the recruitment of
personnel. There are several ways in which management can select the
best candidate for a particular job or at minimize the chance of a
poor choice. These methods include the following:
In-depth probing
Multiple interviews
Checking with reliable references
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Also important in the recruitment process is the selling of the company
and the job to promising candidates in order to attract the best
qualified people. The job interview should be seen as a bilateral
career discussion to determine the best fit and hence a long-lasting,
effective and stable working relationship.
ORGANIZATION DEVELOPMENT
Organization development is important for the growth and continuous
success of a business. The total skills and level of competence of the
organization must improve in order to cope with potential growth. The
question of management succession needs to be faced, and this requires
the development of subordinates so that they can succeed their
managers, who, in turn, will be promoted to positions of greater
responsibility as the organization grows. Ideally, the growth of
individuals should be planned in conjunction with the growth of the
business unit.
For the successful development of individuals, a prerequisite is the
maintenance of an open and direct communication link between the
superior and the subordinate. This will allow constructive guidance
from the superior as well as setting the stage for mutual influence.
Development can take the form of training courses, both internal and
external, coaching, and personal study. In the author's opinion,
coaching is an effective form of subordinate development, while courses
provide the individual with the necessary base as a starting ground.
Personal study is a means of continuous and sustained development in
selected areas.
50
It is of interest to note that problem or weakness areas can be
considered as a potential for development. Similarly, in a study
conducted by Bradford and Cohen, the performance level of an individual
is at its highest at the point where the subordinate's existing ability
for the task is slightly short of the maximum, as shown in Fig. 5.2.
As individuals mature in their job, opportunties may arise for
promotion. As explained earlier, the company should wherever possible
promote an individual when he outgrows his existing job provided, of
course, that he is a committed and dedicated member of the staff. In
the case where there is no existing vacancy for such a promotion,
management may have to create an opening in order to accomodate the
increased level of capability. Needless to say, the newly created
position should fulfil a necessary job within the organization. In
certain cases, a transfer to other strategic business units may be
considered. Failing all these, a capable individual will most probably
leave for another company which will be able to offer better a job
challenge and prospects. It should be noted, however, that this kind
of promotion should not be made until indeed the individual has reached
a basic proficiency level for the prospective post, as otherwise the
result will be people being promoted to a level of incompetence which
is clearly illustrated by the famous Peter's principle. In such
circumstance, the organization will mostly achieve poor performance




The success of the SBU depends very much on how its human resources are
managed and good leadership is very important. The concept of
balancing organizational and individual needs in human resources
management requires the clear definition of the overaching goals which,
in turn, encompass the departmental goals, so that the employee
understands the importance of his job in the realization of those
goals. For the whole process to be effective, the employee should also
be able to see that his own personal goals should be met through this
process. This is depicted in Fig. 5.3. The conditions of open
coirmunciation and mutual influence mentioned earlier should be
maintained. This will require mutual respect and high sensitivity
toward the needs of individual on the part of the superior.
Of the general managers interviewed, most of them have used the
management grid designed by Blake and mouton to assist them in planning
and implementing the human resources management. The ideal is the 9-9
position in the grid where there is a high concern for productivity as
well as for people. Other techniques employed by these managers
include management by objective (MBO) and management by walking about
(MBWA)l. In MBO, the manager and the subordinate will enter into a
mutual contractual relationship. Incidentally, for an objective to be
effective, it should be both task-setting and realistic. Besides, the
effectiveness of the process to attain these objectives should also be
emphasized. In MBWA, management show its concern toward its staff by
visiting their work place. As such, they also put an alertness on the
part of the individuals.
1. Peters, T. and Austin, N. A Passion for Excellence. London:
Collins, 1985, Chapter II
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Positive competition is often used to promote creativity and high
performance in sub-groups. This has proved to be very effective
as long as that the management is careful to avoid any negative
conflicts that may develop among the groups.
COMPENSATION POLICY
Good human resources management should be supported by a fair and
equitable compensation policy, which should take into account the
capability of individuals, their performance and their of individual
contribution. It should also reflect current market rates as well as
job seniority, although the basis for promotion should primarily be
focused on performance and the employee's capability and personal
profile.
CORPORATE IDENTITY
The corporate identity is the values, beliefs and practices of an
organization. One general manager described his division's corporate
identity as follows:
Our corporate identity can be characterized by team work,
entrepreneurship, flexibility and self-development. Here,
every one knows his/her own and others' task well enough so
that nothing falls through the crack. Mutual trust is the glue
that binds us together.
Promotion of a corporate identity is an important part of the general
manager's job as it afffects to a great extent the level of motivation




The business manager of today increasingly focuses on organizational
leadership as opposed to organizational management. Leadership is
defined here as the motivation of the organization towards the
achievement of the organizational goals.
THE LEADERSHIP PRDCESS
Leadership requires the setting and defining of certain goals which are
identified by the leader based on his vision of the business formed as
a result of his strong powers of observation, conceptual and analytical
skills and high sense of perception. He has to be able to communicate
the importance of these goals to his staff and the necessity for total
commitment towards their achievement, and he must set a personal
example of such commitment. The leader should be able to maintain
direct and open communications with his staff and he should ensure
that, in achieving the corporate goals, his staff are able to realise
their own ambitions. He must also understand the importance of
continuous support and education of his employees.
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STYLE OF LEADERSHIP
During the course of interviews, it was found that some general
managers used the model proposed by Blanchard et a12 as shown in Fig.
5.4 and 5.5. The model looks firstly at the development level of
followers and then the recommended leadership style to match each
situation. The development level of an employee is described in terms
of level of competence and degree of commitment, while the style of
leadership is plotted in a matrix of degree of supportive behaviour and
degree of directive behaviour. These are clearly depicted in the
figures mentioned. The matching of leadership style with the
development level is shown in Fig. 5.5. The optimal level of
leadership style is that of delegaton. In other words, a manager
should try to lead the subordinate to the level of D4 development
whereby he will be using the delegating style of leadership.
2. Blanchard, K., Zigarmi, P., and Zigarmir D. Leadership and the One
Minute Manager. London: William Collins Sons Co. Ltd., 1986
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Source: Blanchard K., Z igarmi P., and Zigarmi D. Leadership and the
One Minute Manager. London: William Collins Sons Co. Ltd.,
1986, P.50.
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Development Level of Followers
Source: Blanchard K., Zigarmi P., and Zigarmi D. Leadership and the




THE ORGANIZATION LEADER AS A HANDS-ON MANAGER
In previous chapters, the general manager as a strategic planner,
organization architect, and human resources developer and leader have
been covered. This chapter focuses on the operational aspect of the
organization leader or as a hands-on manager. The general managers who
were interviewed have invariably agreed that all their subordinates
look to them as the exemplifier in the organization. This includes
both words and actions and, needless to say, these should be consistent
with each other. The general manager is the driving force behind all
the activities of the staff of the organization. Therefore, the
enthusiasm and dedication at the top is of vital importance to the
success of any planned programme as, wtihout it, failure is almost
inevitable.
MANAGEMENT BY WALKING ABOUT3
Peters and Austin in their work have discovered that managers of many
excellent companies practise management by walking about or, in short,
MBWA. Many of the general managers interviewed practise MBWA, which is
highly effective in the following:
3. Peters, T. and Austin, N. A Passion for Excellence. London:
Collins, 1985.
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Conveying to subordinates the concern that management shows to them
Providing management with an on-site knowledge and experience of
what is actually happening in other workers' office, be it the
general office or the factory floor
Ensuring that subordinates are more alert and attentive to their
work
Apart from the above, MBA also creates a channel for better
communication between management and staff, which is of crucial
importance for successful teamwork. This is dealt with in the
following section.
THE GENERAL MANAGER ASA COMMUNICATOR OF THE ORGANIZATION
The chapter on the development of organization leadership shows that
the understanding of corporate goals as defined by mangement is a vital
link between management and staff. The organization leader should be
able to commicate effectively and management should encourage an
uninhibited exchange of information and ideas with its staff. Only by
doing this can management create an environment that encourages
creative thinking and enhances entrepreneurship and innovations, both
important for the success of an organization. It also ensures that
management will be aware of any potential problems that may be
developing in the organization or the marketplace and therefore enable
them to take any necessary preventive measures.
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Open and direct communication process between management and staff,
will encourage mutual trust and respect. This is very important in
strenthening the ties that link all the team players in the
organization. For instance, in the IBM organization, it has been
explicitly spelt out by management that all individual members of staff
should be treated with due respect. It is obvious that belittling
people can only lead to failure and mediocrity.
MONITORING THE BASICS
It is understood that a business enterprise exists to generate profits
through its activities. At the end of the day, therefore, everything
boils down to financial results. The following are important for the
success of a business:
Breakeven and contribution management.
Here pricing decisions are involved. Price elasticity will affect
the expected sales quantity and hence the breakeven volume
Cash flow analysis.
Cash flow to a business is like oxygen to a man a business cannot
afford to have negative cash flows and cash flow analysis and
projections can prepare management for contingency.
Working capital management.
Effective use of capital means a high return on working capital
employed as shown in the following formula:
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Profit Sales
Return on Working Capital Employed
Sales Working Capital
Employed
Major constituents of working capital include stocks and debtors.
Short leadtime, reliability of production logistics schedule, and
accurate forecasting are critical success factors in managing stock
so that optimal levels are maintained. In the case of debtor
control, a company or division should negotiate with customers for
shorter payment period while negotiating with suppliers for longer
payment period, thereby reducing significantly the nett outstanding
debtors.
ON QUALITY ASPECTS
Quality in all aspects of the business operation is the key to the long
term survival of an organization. Two general managers interviewed
have adopted the Crosby's approach to quality management. Briefly,
this entails the following:
4. Crosby, P.B. Quality without Tears. New York: McGrawhill Book
Co., 1984.
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a. Definition of Quality
Quality is defined as conformance to clear and specific
requirements in all aspects of product/service to customers as well
as all internal operations.
b. Objective and Scope
The objective is to design, review continuously and implement a set
of activities aimed at the delivery of quality performance both
externally and internally in all aspects of our operations.
c. The System
The system followed in relation to quality is prevention, and the
setting of a performance standard as zero defects (as opposed to
the that's close enough approach). Quality must be measurable,
whereby it is taken as the price of non-conformance, in other
words, the additional costs incurred as a result of an activity
being incorrectly carried out in the first instance.
d. The Process
The basic framework of the quality improvement process can be
delineated as follows:
i. A thorough understanding by all staff of the importance of
quality- a mentality and cultural issue.
ii. Conmitment and determination by management and subsequently
every employee to seriously undertake a quality improvement
process.
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iii. Education, both on quality aspects and in the employee's own
functional area.
iv. Quality improvement goals should be set so that all activities
are performed in accordance with the objectives.
v. Communication- the act of creating and reinforcing the
awareness, understanding, and support of each member of staff
for the quality improvement process.
vi. An identification of requirements and hence the setting of
clear, unambiguous performance standards in each employee's job
manual.
vii. An identification of the areas of non-conformance, their
cause and costs, and the planning of action to prevent them.
viii. Continuance- the making the quality improvement process a
perpetuating system in the divisional culture.
Quality in all aspects of an business organization's performance is
emphasized by major multinationals around the world which underscore
the importance of quality as a competitive edge and hence a means




The relationship among the market, the organization, and the
competition is shown in the strategic triangle described in Chapter
IV. On the other hand, the inter-relationship among the market, the
organization and its staff can also be demonstrated. Invariably, the
market is the focal point of all strategic actions pursued by the
organization. The general manager defines the corporate values and
mission, based upon which strategic alternatives are developed. In
order to fulfill the strategic directions defined in the strategic
planning process, the general manager has to staff and develop the
organization. However, having the right kind of people, even in the
right numbers, is no guarantee to the success of an organization.
Strong leadership on the part of management is needed to create and
define the strategy that will integrate the organizational goals and
the employee's own goals. Leadership requirements have been described
in Chapters IV and V.
Finally, the involvement of the general manager with critical issues is
also of significant importance. A few aspects of hands-on operational
management and control is also given in Chapter VI. The link between
these components in the chain process is depicted in Fig. 7.1.
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RECOMMENDATIONS FOR THE LOCAL BUSINESS CONTEXT
The strengths and weaknesses identified through the personal interviews
on the practice of strategic planning and organizational development in
the local business environment enable recommendations to be made, based
on the models developed in the previous chapters.
As stated before, many local general managers rely on intuition and
personal experience for strategic planning, compared with companies in
the United States which rely heavily on field research data, especially
in quantitative terms. While both these approaches have their good and
bad points, the author's opinion is that for optimal results in a
business, they are both indispensable. That is, in strategic planning,
one needs both an intuitive and an analytical mind, with the
corresponding research backup, to be most effective. This is because
strategic planning very often deals with desirable situations that may
not already exist. It is purely an entrepreneurial vision on the part
of the general manager. As such, there may not be many hard facts
available that can be collected in a research study. A lot depends on
the personal judgement of the executive. Also, strategic planning
deals with the fairly long term view of a business. It is clear that
the longer the time span projected, more blurred the scenario becomes
and intuition will be the main factor. However, this does not mean
that analytical and research methods should not be used, but findings
and analysis obviously should contribute to the understanding of market
segments, market trends, customer needs and behaviour, etc. They
should also help in understanding the competition. In other words, the
research findings should help guide strategic thinking and help justify
decisions on the strategic direction to be pursued by an organization.
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It should be mentioned here that the strategic planning process should
be formalized in a systematic manner. It is important that it be
well-documented instead of the planning being done only in the mind of
the general manager. By such formalization, issues and scenarios will
be clarified and therefore the chance of making wrong strategic
decisions will be minimized. It must be realized that the consequence
of wrong decisions will be disastrous as all the other actions of the
organization will subsequently go astray.
However, such planning should not be unnecessarily rigid. There must
still be a degree of entrepreneurship and flexibility. The plan should
be considered as a dynamic document that can be adapted in the light of
changing circumstances, be it the market, the competition, the
organization or the local environment.
It should be clear by now that a good marketing plan is not sufficient
on its in to tackle the opportunities and threats posed by the
different parts of the strategic triangle. A broader spectrum is
needed in order to determine the best course of direction an
organization should follow. It is also useful to look at the life
lines of a business other than simply sales and profit margins. The
consideration of return on total working capital employed can be a
vital factor in the competitiveness and success of a business.
Finally, a strategic planning group in any organization should have a
planning officer who works very closely with and reports directly to
the general manager instead of plans for the SBU going directly to the
chief executive officer. This will ensure that the link between the
organization, the market and its customers will be maintained. It
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should not be forgotten that the general manager is the person who
defines the basic aims of his SBU and plans the future goals of his
organization.
In the area of organization development, managers should recognise that
human resources are the most important asset of a corporation. Human
resources can only be effectively developed and deployed in an everyday
line management relationship. The author is therefore of the opinion
that the general manager and any other line managers should also be the
human resources manager for their subordinates. While there may be
certain personnel functions that can be delegated to the personnel
department, such as running certain training courses and screening
potential job applicants, most of the human resources management
functions cannot actually be delegated.
These include staff development through coaching, attracting promising
candidates through job interviews and keeping those people highly
motivated in their job function after appointment.
There should also be integrated and systematic career planning for each
individual member of staff. A career path should also be discussed and
made known to each employee. Although, of course, no firm commitment
can be made, such guidelines will help the employee decide on his own
career goals.
As explained in Chapter V. a manager should structure a job profile in
such a way that it suits the capabilities of an employee, as adapting
staff to the requirements of a job is more difficult. The organization
planning process should start with the requirement of the market to
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define certain job functions. These job functions should then be
grouped and structured around the capability profile of the human
resources available. This therefore is in contrast to the traditional
way of manning an organization with fixed and specific positions, just
like filling up pigeon holes.
As far as possible, a culture should be developed that encourages
entrepreneurship, innovation, and teamwork, to name just a few
ingredients for success. This should also be clearly communicated to
all members of staff as it is the common bond that links everyone
together and each individual knows what is expected of him.
Leadership styles have been discussed at length in Chapter V. A leader
must be able to integrate the efforts of the whole team into a coherent
unit that can achieve the organizational goals. The heroic style of
leadership should give way to one that calls for the leader to be the
developer.
In the author's opinion, management and leadership training is still
insufficient in multinationals in Hong Kong. It is obvious that
increased management training should be given to all managers so that
eventually sound management will be practiced throughtout the
organization.
All in all, it is hoped that this study will provide the reader with
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